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SENATE BILL NO. 522
INTRODUCED BY J. ELLIOTT

ABILLFORANACTENTITLED: "ANACT REMOVING ALL SPECIAL INCENTIVES FROM THE PRODUCTION
TAXES ON NATURAL GAS AND ALL SPECIAL INCENTIVES EXCEPT THE STRIPPER WELL EXEMPTION
FROM THE PRODUCTION TAXES ON OIL; PROVIDING THAT A PORTION OF THE INCREASE IN
COLLECTIONSISTOBEDEPOSITED INAMONTANA INFRASTRUCTURE REINVESTMENT ACCOUNT TO
BE APPROPRIATED FOR CONSTRUCTING AND RECONSTRUCTING INFRASTRUCTURE; AMENDING
SECTIONS 15-36-303, 15-36-304, AND 15-36-331, MCA; REPEALING SECTION 82-11-118, MCA; AND
PROVIDING A DELAYED EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 15-36-303, MCA, is amended to read:

"15-36-303. Definitions. As used in this part, the following definitions apply:

(1) "Board" means the board of oil and gas conservation provided for in 2-15-3303.

(2) "Department" means the department of revenue provided for in 2-15-1301.

6)(3) "Gross taxable value", for the purpose of computing the oil and natural gas production tax, means

the gross value of the product as determined in 15-36-305.
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board—thatexceeds106-feet:

{26}(4) "Natural gas"” or "gas" means natural gas and other fluid hydrocarbons, other than oil, produced

at the wellhead.

223(5) "Nonworking interest owner" means any interest owner who does not share in the exploration,

development, and operation costs of the lease or unit, except for production taxes.

43}(6) "Oil" means crude petroleum or mineral oil and other hydrocarbons, regardless of gravity, that
are produced at the wellhead in liquid form and that are not the result of condensation of gas after it leaves the
wellhead.

4)(7) "Operator" or "producer" means a person who produces oil or natural gas within this state or who
owns, controls, manages, leases, or operates within this state any well or wells from which any marketable oll

or natural gas is extracted or produced.

+#(8) "Primary recovery" means the displacement of oil from the earth into the well bore by means
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of the natural pressure of the oil reservoir and includes atrtificial lift.
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23)(9) "Stripper well exemption" means petroleum and other mineral or crude oil produced by a stripper

well that produces 3 barrels a day or less.
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25)(10) "Well" or "wells" means a single well or a group of wells in one field or production unit and under
the control of one operator or producer.
26)(11) "Working interest owner" means the owner of an interest in an oil or natural gas well or wells

who bears any portion of the exploration, development, and operating costs of the well or wells."”

Section 2. Section 15-36-304, MCA, is amended to read:

"15-36-304. Production tax rates imposed on oil and natural gas. (1) The production of oil and
natural gas is taxed as provided in this section. The tax is distributed as provided in 15-36-331 and 15-36-332.

(2) Natural gas is taxed on the gross taxable value of production based-on-the-type-ofweltand-type-of
produection—aceording—to—the—following—schedute at a rate of 14.8% for both working interest owners and

nonworking interest owners:,

LAN o~y 1 000\ ll 1.4 Q0 14 Q0

\I"‘\} |JIC 1T III VVCTIS 1I=5.070 15, 07U
(RN +_ 1 000l Q0 1 4-Q0/L
\D) PUSTTLIITIIT WIS J7U 1=5.070
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53(3) Oil is taxed on the gross taxable value of production based on the type of well and type of

production according to the following schedule for working interest and nonworking interest owners:

Working Nonworking

Interest Interest
(a) primary recovery production: 12.5% 14.8%
(AN Ay 1. 000 Ax 129 L 04 1.4-9Q0,
\A\) PICTLIIIT WLITOS L.J70 L=5.070
(R oot 1000w allce fal 1.4 Q0L
\L)} |JU3L L IITI VTS 77U 1I=5. 070U

—Fe)(b) stripper well exemption production 0.5% 14.8%

LAN o~y 1 000\ ll 12 C0OL 14 Q0

\I"‘\} |JIC 1T III VVCTIS 1Z2.J970 15, 07U
(RN +_ 1 000l Q0 1 4-Q0/L
\D) PUSTTLIITIIT WIS J7U 1=5.070

LN Firat 10 A~ ndb o C_LCQ 1 4 Q0L
\I} mST L0 TTTOITaTS J.J7U 1I=5.070
LAN o~y 1 000\ ll 12 C0OL 1.4 Q0
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Legislative
Services -6- Authorized Print Version - SB 522
Division



59th Legislature SB0522.01

© 0O N o o »MA W N P

W N N N N N D N NN NDMDN P P PP PR, PR R
o © 0o N o o »dM N PP O VW 00N o o B~ WwN -+, O

A(4) The tax rates imposed under subsections (2) and €5} (3) on working interest owners and

nonworking interest owners must be adjusted to include the privilege and license tax adopted by the board of

oil and gas conservation pursuant to 82-11-131."

Section 3. Section 15-36-331, MCA, is amended to read:

"15-36-331. Distribution of taxes. (1) (a) For each calendar quarter, the department shall determine
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(b) Forthe purposes of distribution of oil and natural gas production taxes to county and school district

taxing units under 15-36-332 and to the state, the department shall determine the amount of oil and natural gas

production taxes paid on production in the taxing unit.

(2) The amount of oil and natural gas production taxes collected for the privilege and license tax

pursuant to 82-11-131 must be deposited, in accordance with the provisions of 15-1-501, in the state special

revenue fund for the purpose of paying expenses of the board, as provided in 82-11-135.

(3) (a) For tax year 2863 2005 and succeeding tax years, the amount of oil and natural gas production

taxes determined under subsection (1)(b) plus the phased-out amount distributed pursuant to 15-36-324(12)(b)

as that section read on December 31, 2002, is allocated to each county according to the following schedule:

Big Horn
Blaine
Carbon
Chouteau
Custer
Daniels
Dawson
Fallon
Fergus
Garfield
Glacier
Golden Valley
Hill

Liberty
McCone
Musselshell

Petroleum
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2603 2004 2005
45:03%——45:64% 45.04%
5+56% 57-84% 58.11%
5624%———49:59% 48.93%
56-67% 5+16% 57.65%
163-63%———92:2%% 80.9%
48-31% 49-15% 49.98%
5632%——5348% 50.64%
39-89% 46-52% 41.15%
+12:2% 97-86% 83.52%
54-51% 51+-66% 48.81%
F656%————F6:65% 64.74%
55-5% 56-45% 57.41%
66:97%————66:15% 65.33%
63-32% 61+53% 59.73%
5875%—55:81% 52.86%
57-66% 54-25% 51.44%
678% 61+21% 54.62%

-8-

2006 and
succeeding tax
years
45.05%
58.39%
48.27%
58.14%
69.53%
50.81%
47.79%
41.78%
69.18%
45.96%
58.83%
58.37%
64.51%
57.94%
49.92%
48.64%
48.04%
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Phillips 53:3% 53-54% 53.78% 54.02%
Pondera H04-44%———8+51% 70.89% 54.26%
Powder River 647% 6344% 62.17% 60.9%
Prairie 3843%———39:68% 39.73% 40.38%
Richland 45-23% 45-97% 46.72% 47.47%
Roosevelt 4615%——464% 46.06% 45.71%
Rosebud 3741% 38-:65% 38.69% 39.33%
Sheridan 46:64%—4709% 47.54% 47.99%
Stillwater 56-65% 55:2% 54.35% 53.51%
Sweet Grass 5823%———5924% 60.24% 61.24%
Teton 53-61% 56-+1% 48.4% 46.1%
Toole 562% 56-67% 57.14% 57.61%
Valley 59-82% 57-62% 54.22% 51.43%
Wibaux HF1%———A48:19% 48.68% 49.16%
Yellowstone 56-69% 49-37% 48.06% 46.74%

All other counties 50.15% 50.15%
(b) The oil and natural gas production taxes allocated to each county must be deposited in the state
special revenue fund and transferred to each county for distribution, as provided in 15-36-332.

(4) The department shall, in accordance with the provisions of 15-1-501, distribute 37% of the state

portion of oil and natural gas production taxes remaining after the distributions pursuant to subsections (2) and

(3) to the Montana infrastructure reinvestment account, as provided in [section 4], and the balance as follows:

th)(a) for the fiscal yearbeginningItty-12003; years through the fiscal year ending June 30, 2011, to

be distributed as follows:
() 1.23% to the coal bed methane protection account established in 76-15-904;
(i) 2.95% to the reclamation and development grants special revenue account established in 90-2-1104;
(i) 2.95% to the orphan share account established in 75-10-743;
(iv) 2.65% to the state special revenue fund to be appropriated to the Montana university system for the
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purposes of the state tax levy as provided in 20-25-423; and
(v) all remaining proceeds to the state general fund;
te}(b) for fiscal years beginning after June 30, 2011, to be distributed as follows:
(i) 4.18% to the reclamation and development grants special revenue account established in 90-2-1104;
(i) 2.95% to the orphan share account established in 75-10-743;
(iif) 2.65% to the state special revenue fund to be appropriated to the Montana university system for the
purposes of the state tax levy as provided in 20-25-423; and

(iv) all remaining proceeds to the state general fund."

NEW SECTION. Section 4. Montana infrastructure reinvestment account. There is a Montana

infrastructure reinvestment account in the state special revenue fund. The money in the fund is subject to

appropriation for the construction and reconstruction of infrastructure in Montana.

NEW SECTION. Section 5. Codification instruction. [Section 4] is intended to be codified as an

integral part of Title 17, and the provisions of Title 17 apply to [section 4].

NEW SECTION. Section 6. Repealer. Section 82-11-118, MCA, is repealed.

NEW SECTION. Section 7. Effective date. [This act] is effective January 1, 2006.

NEW SECTION. Section 8. Applicability. [This act] applies to tax years beginning after December

31, 2005.
-END -
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